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MOZAMBIQUE: Key Economic Indicators 


(All figures in million $US Exchange Rate: $1.00 = 
unless otherwise indicated) 30 Mozambique Escudos 


1975 1976 1977 % Changes 
76-77 


GNP at market prices 1600 
GW per capita $170 
FINANCE 

Money Supply (3/31) 734.1 
Currency Notes in Circ (6/30) S 244.7 
Commercial Interest Rate 10% 


Gold and Exchange Reserves (6/30) 221.8 
Foreign Public Debt (3/31/78) 


BALANCE OF PAYMENTS* 
Merchandise Trade 


Imports 
Exports 


Invisible Iters 


Payments 
Receipts 200 
+110 
Capital Account 


Payments ?, 55 
Receipts 5 


-50 
Over~all Balance ~185 
Port Tonnage Handled 
(thousand metric tons) 14,669 11,694 10,333 
Main imports from US in 1977 (USDOC) (in US$1,000) : 


Wheat (1,615); Railway parts (980); Animal fats and oils (873): Tractors 
(814) > Telecommmications equipment (726): Construction and mining 
machinery (657). 


2 World Bank estimate 
* from Government data provided to UN 


SOURCES: Boletim da Republica: Mocambique Indicadores Economicos (Bank of 
Mozambique) > Report of the Secretary General A/33/173 (UN) 





CURRENT ECONOMIC SITUATION AND TRENDS 


Mozambique president Samora Machel told the FRELIMO Party Central Canmittee 
in August, 1978, "le don't have foreign exchange to finance development and 
without development, we cannot generate foreign exchange”. Mozambique is 
seeking foreign capital and technology to hasten development, trying to 
revive existing agriculture and industry, and calling for continued sacri- 
fices from the population, which faces shortages of food and consumer goods. 


The reliance on imports, lack of trained personnel, the war and refugees 
spilling over from Rhodesia and the reduction of gold payments based am 
labor in South Africa mines mean that the foreign exchange situation will 
remain critical. The economic and social directives of the 1977 Third 
FRELIMO Party Congress and the 78-79 National Investment Budget put priority 
on improving the lot of the rural poor, building infrastructure and m 
developing export potential in agriculture, mining and fisheries. 


Mozambique's economy is based on agriculture, light industry, and port and 
rail facilities serving principally neighboring states. Since the as- 
sumption of power by FRELIMD in 1975, the government has assumed control 
of most sectors of the modern economy, which it plans to develop in accor- 
dance with socialist principles. The right to private owmership of 
property is guaranteed in the Mozambique constitution. Productim, trade 
and investment must be in conformity with natiqmal goals and priorities. 


BALANCE OF PAYMENTS 


Balance of payments deficits are certain for the years 1978-80. A United 
Nations survey team estimated the 1977 deficit at $185 millimm, and the 
1978 figure will be even higher. 


Q April 1, 1978, South Africa announced revaluation of gold paid to the 
Mozambique government as part of the salary of Mozambique mine-workers in 
South Africa. Gold saies in the past offset annual trade deficits, and now 
Mozambique will have to rely heavily am international borrowinc. Causes 

of the situation: (1) low exports of agricultural products; (2) dependence 
on imports of food, raw materials and machinery: (3) reduced revenue fron 
transit trade due to Rhodesia sanctims; and (4) adjustment in transfer 
privileges granted expatriates working in Mozambique. 


Qn March 31, 1978, Mozarbique's external debt stood at $100.5 millim, of 
which over $35 million does not come due until after 1985. The government 
has been cautious about making purchases which require longterm debt and has 
not defaulted on cbligations contracted since independence. 


Exchange reserves reached a high of over $250 million early in 1977, but have 
declined rapidly since that time. No details are available @m denomination 
of reserves or debts. 





According to statistics supplied to the United Nations by the Ministry of 
Finance, the regular government budget showed an accumulated deficit of 
$57.5 million at the end of 1976. No budget was published in 1977, but 
the final deficit is estimated at $28 millim. The estimated deficit for 
the regular government budget in 1978 is $78 million, based on anticipated 
revenues of $301 million and expenditures of $379 million. Defense and 
security is the largest item in the budget, with 1978 expenditures of 
$110 million, a 92% increase over 1977. Expenditures on the next largest 
items, education and health, are $57 million and $45 million respectively. 


Public sector debt is actually much larger than is reflected in the budget. 
Self-financing state organizations, such as railways, airline, sugar estates 
and major para-statals are heavily in debt to the central bank to cover 
Operating losses. When these obligations are included, the 1978 accum- 
lated public debt reached $305 million. 


Though prices are controlled and inflation is officially nil, the Central 
bank prints money in order to finance the deficit spending of the govern~ 
ment and para-statals, which will undoubtedly have a long-rm effect @m 
prices. New tax laws enacted in February and March, 1978, call for higher 
and more progressive taxes. ‘The Finance Ministry and Bank of Mozambique 
have also instituted more centralized control of budgeting and public 
expenditures. 


The 1978-79 Development Budget calls for $104 million in capital investment 
in highways, $70 million in ports and railways and $68 millim for water 
projects. Other priority sectors for development funds are construction 

of public buildings, mining, housing, air and marine transport and fisheries. 
The $462 million budget will govern allocation of capital investment for 

the next several years. 


Mozambique trade statistics are impossible to verify for 1977. ‘The 
figures from the Foreign Trade Ministry differ substantially from those of 
the Statistics Bureau, which are based on customs documents. Bilateral 
trade figures published by the U.S. Lepartment of Commerce and by other 
Wester governments on trade with Mozambique give entirely different totals 
than the Mozambicans themselves have, so it is diffuclt to report a com 
prehensive picture. 


Qne set of Mozambique figures shows 1977 cashew exports declining by 15% 
compared to 1976, sugar by 48%, cotton by 62%, and coal 23%. Exports of 
tea, seafood and sisal remained relatively constant, while there was a 49% 
increase in export of refined petroleum products from the Maputo refinery. 
Higher prices received for tea, cashews and copra cushioned the blow to 
some extent. Increases were shown in imports of tractors, foodstuffs, 





textiles and steel. 


In 1977, the United States was the largest purchaser of Mozambique's exports, 
buying nearly all Mézanbique's cashews and sugar. The US accounted for 
more than one-quarter of Mozambique's export earnings. Cther major buyers 
of Mozanbique's conmodities were Portugal, the United Kingdom, South Africa, 
Holland and Japan. 


South Africa remained Mozambique's principal supplier. More than 20% of 
1977 imports originated in South Africa, up from 15% in 1976.. West Germany, 
Portugal and Iraq were other major exporters to Mozambique in 1977. Trade 
with Commmist countries increased during 1977. Figures are not available, 
but this trade amounted to less than ten percent of total imports and ex- 
ports and is not likely to substitute for trade with the West in the near 
future, in spite of close political relatims with socialist states. 


Mozanbique's trade balance has always been in deficit, ana exports are 
stagnating while imports soar. The United States supplies about 4% of Mo- 
zambique's imports, a figure which has remained relatively constant. 
Exporters’ ability to arrange financing is increasingly important to Mozan- 
bique as exchange reserves dwindle. 


INVESTMENT 


During 1977, the Mozambique government took steps to attract and reassure 
Western investors, and several major American companies have sent representa- 
tives to Maputo to discuss joint venture possibilities. General Tire has 

an 8% capital share and technical assistance agreement in a new tire factory 
nearing completion on the outskirts of Maputo. ‘The tire plant will be the 
first major industrial facility built since independence, and the mly 
remaining direct U.S. investment. Decree-law 18/77 of April, 1977 guarantees 
investors the rights of profit repatriation and protection from nationaliza- 
tian and outlines the terms of foreign participation. While desire for 
foreign investment is genuine and reaches the highest levels of governnent, 
Mozambique is poorly organized to attract potential investors and to facil- 
itate their travel and consideration. Natural resources development 
(mining, energy, agriculture, fishing) seems to offer the most promise for 
investors at the present tire. 


AGRICULTURE 


Food production employs more than 90% of Mozambique's work force and is the 
government's paramount development priority. Considerable capital, equip- 
ment and “oreign expertise were directed to the large-scale famms in 1977, 
and same of these formerly abandoned Portuguese estates significantly in- 
creased commercial production of stanle foods, and generated some exports. 
However, the emphasis given state farms was at the expense of the communal 
village and family producti sectors, where camercial production has been 
disappointing. The Limpopo floods of 1977 and Zambezi floods in 1978 





further reduced domestic harvests. 


Production of cashews, cotton and sugar, Mozanbique's leadina cash crops, 
continued to decline in 1977. Imports of staple foods such as com, wheat, 
rice and milk will be required for the foreseeable future. ‘The para- 
statal food trading agency Enacomo has expressed interest in both conces~ 
sionary and commercial purchases of American foodstuffs. 


The MOzambique-Nordic Agricultural Program (MONAP) has financed much of 
the recent agricultural investment in Mozambique. Foreign experts fran 
Eastem and Western Europe, China and Cuba are working in the State farm 
sector. 


RESOURCES AND ENERGY 


Mozambique depends am imports for nearly all its energy needs. ‘The Moatize 
mine produced 309,723 metric toms of coal in 1977, of which half was ex- 
ported. 161,000 MT of coal were imported. An underground explosim 
killed 160 miners and closed the Moatize mine from August, 1977 to March, 
1978. In May, 1978, the mine was nationalized and reorganized into the 
parastatal, Carbomoc. Mozambique's only oil refinery (Petromoc) registered 
its highest production since independence in 1977, 430,000 metric tons. 

The Petromoc facility met domestic fuel needs and exported fuel oil to 
South Africa, Singapore and South Korea. It is Operated with the aid of 
Portuguese, Cuban and Romanian technicians. Crude oil was imported prin- 
cipally from Iraq. Mozambique is believed to have offshore oil and gas 
reserves, but the extent and conmercial viability are wiknow. 


The Cabora Bassa dam and hydroelectric scheme on the Zambezi began generating 
power in March, 1977, and by early 1978 was eaming $3 million per month 
selling the total output of high-voltage direct current to South Africa. 
Nearly all of theproceeds go to repay the European firms which built the dam, 
and Mozambique realizes no direct benefits at this time. Plans to extend 
power lines to the cities of Beira and Tete and to use the dam site for 
energy-intensive industry in Mozambique are being discussed. Electric 
power plants Sonefe (Manuto) and SHER (Chimoio) increased their outout 23% 
over 1976, but about half of Maputo's power is still transmitted from South 
Africa. 


Small amounts of microlite and tantalite were produced for export in 1977. 
East German, Russian and Westem experts are investigating other deposits, 
including gold, copper and asbestos, for future exploitatian. 





TRANSPORTATION 


Mozambique made major investments in the transportation sector in 1978 in 
order to maintain damestic and transit trade services. Trucks (from East 

and France), buses (from Sweden/Brazil, United Kingdom and Hungary) 
and rail locomotives and wagons (from the United States/Brazil and Romania) 
arrived or are scheduled for 1978. 


Cargo handled at Mozambique's major ports Maputo, Beira and Nacala declined 
by 9% in 1977, but the transit trade earned Mozanbique $45 milli in 
foreign exchange. South Africa, Swaziland and Malawi exporters have con- 
tinued to use these ports, and port development plans will upgrade facil- 
ities at all three ports over the next several years. 


A Swedish-financed camprehensive transportation study was presented to the 


Mozambique govermmment in late-1978. Its recommendations will probably be 
included in the national plan to be published in February, 1979. 


IMPLICATIONS FOR THE UNITED STATES 


Mozambique is actively seeking American trade and investment as ome way of 
overcoming economic difficulties, which will remain serious for several 


years to come. ‘The upheaval which accompanied independence and the changes 
to socialism brought uncertainties, but also opportunities, for American 
firms, Mozambique is trying to break out of colonial econamic patterns 

and is looking for new and mutually-beneficial ecoomic relations. 


Best export prospects for American firms during 1979 should be in grains, 
jet aircraft, medical and scientific supplies, locomotives and heavy equip- 
ment. Best opportunities for investment should be in oil and minerals 
exploration and development, and large-scale agriculture for export. 


Tight import and foreign currency restrictions and delays in effecting pay- 
ments abroad are obstacles to increasing exports to Mozambique. Delays of 
several months in authorizing foreign exchange are common. Red tape, dif- 
ficulties tn obtaining visas, and lack of trained govemmment and management 
personnel are also impediments to doing business in Mozambique. However, 
gradual improvements are being made in the administratio of the govemmment 
and the economy as greater emphasis is put om the need for expanded trade 
and investment in Mozanbique's economic development, 


* U, S. GOVERNMENT PRINTING OFFICE : 1979—281-058/88 
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